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minimum ratio for gold reserves.1 Another resolution expressed the
opinion that independent central banks should be created in such
developed countries as were still without them. The sub-committee
also adopted important resolutions on the principles of central bank-
ing policy, of which the following is a summary:
(1)  The proper functioning of the gold standard requires the
adoption by each central bank of a policy designed to maintain
a fundamental equilibrium in the balance of payments.
(2)  Gold movements of an apparently permanent character
should normally not be prevented from making their influence
felt both in the country losing gold and in the country receiving it.
(3)  Central banks should maintain a free market for gold at
publicly announced fixed buying and selling prices.
(4)  Central banks should obtain from their markets the fullest
possible information concerning the demands that might be made
upon their reserves.
(5)  Central banks should recognize that in addition to their
national tasks they have also to fulfil a task of an international
character. Theii; aim should be to co-ordinate the policies pursued
in the various centres in order to contribute towards the satisfac-
tory working of the international gold standard system. Moreover,
with a view to smoothing out business fluctuations, they should
try to adapt their measures of credit regulation to any tendency
towards an undue change in the state of general business activity
in the world at large.
(6)  Central banks should consult together contimumsly both
directly and through the Bank for International Settlements. The
latter should continuously examine the principles of the working
of the gold standard and study any modifications that experience
might prove desirable.
1 The full text of the resolution was as follows:
(i) That under modern conditions monetary gold is required not for '
internal rdrculation but as a reserve against central bank liabilities and
primarily to meet external demands for payments caused by some disequili-
brium on foreign account. It is consequently undesirable to put gold coins
or gold certificates into internal circulation.
(ii) That, in order to improve the working of a future gold standard, great
elasticity should be given to central bank legal cover provisions; for instance,
in so far as the system of percentage gold cover is applied, a minimum ratio
of not more than 25 per cent, should be considered sufficient; similar elasti-
city should be achieved by appropriate measures where other systems are
applied. However, such changes must not be taken as an excuse for unduly
building up a large superstructure of notes and credits; in other words, the
effect of this resolution should be to increase the free reserve of central banks
and thereby to strengthen their position.